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Abstract
Stock prices are more and more driven by the investors sentiment which, in turn, is sensitive to various non-financial 
events like macro-economic releases and social or environmental changes all over the world. In a globalized world, even the 
emerging and frontier economies such as Romania are following the main trend of the developed markets. The main 
concern of the last few years in the capital markets across the globe was the European Debt Crisis fand for the purpose o  
this paper, we considered the most important news related to this subject as non-financial reporting. Therefore, major news 
and reports regarding this issue are seen by investors as the most important factors that are moving the markets. rThis pape  
analyses the impact of the relevant EU Debt Crisis news on the main European stock indexes using the price volatility. The 
results of the study showed, among others, that most of the stock markets reacted to news before it was actually released
and from this point of view, the markets are tending towards the semi-strong form of efficiency that Eugene Fama was
proposing in the efficient market hypothesis.
© 2012 Published by Elsevier Ltd. Selection and peer-review under responsibility of the Emerging
Markets Queries in Finance and Business local organization
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1. Introduction
The European Debt Crisis is the main focus of the investors in the last few years as many important
countries are facing difficulties in paying their sovereign debts. Greece, Spain, Italy and Portugal are the
European countries that are taking turns in the media headlines for more than three years. The professional 
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investors are closely watching their bond auctions, their approach regarding austerity measures and, maybe the 
most important, the European Central Bank ECB decisions concerning various bailout plans or further 
economic stimulation measures. Previous research Dutescu, 2000, regarding how accounting information may 
influence investment decision on stock markets concluded that the level of understanding and application of 
accounting and financial information by the Romanian institutional investors is satisfactory. This conclusion 
may lead to the assumption that 
movement on the Romanian capital market. Nevertheless, other research focused on the impact of financial 
reporting upon stock prices movement in case of some relevant Romanian investment companies traded on 
Bucharest Stock Exchange Spatacean, 2011, reflected a modest impact on volatility caused by financial 
reporting over the period 2006-2012. A possible explanation would refer to a significant proportion of 
individual investors who neglect an adequate study of financial reports, even though institutional investors may 
act reasonable on a fundamental basis. This finding may suggest that, under financial contagion circumstances, 
stock volatility is significantly caused by other factors, such non-financial reporting. Furthermore, we focused 
our research on some particular event studies that consisted in analysing stock prices movements on the 
announcement date and close to it of relevant public events. The purpose was to test the speed of stock prices 
adjustments, as the information reach to the public investors Todea, 2008. The main challenge was to 
determine whether the market proves effective at anticipating new information under the assumption that share 
. 
2. Research methodology, hypothesis and data 
In order to measure the impact of the EU crisis news on the capital markets across Europe, eight stock 
indexes from all the market categories have been selected: German DAX, French CAC, Spanish IBEX and 
Italian FTSEMIB for developed markets; Polish WIG and Czech PX for emerging markets; Romanian BET 
and Bulgarian SOFIX for frontier markets. The market classification was made using data from the most 
important research companies: FTSE, MSCI, S&P and Dow Jones. The research agencies made their market 
classification according to the fields of law, market regulations, manipulation and financial products. By non-
financial reporting event we consider all the major macro-economic, legal, political and natural events that 
have the power to significantly influence rn, is reflected in the stock market 
evolution. Unlike corporate financial reporting earnings, estimates, cash flows, growth indicators, financial 
ratios that is influencing a specific stock or, at most, another few connected companies, non-financial reporting 
is usually leading to changes in the most stocks in a certain country or even in the whole world. This paper will 
analyze the news that, according to Bloomberg  are top rated in the context of the EU debt crisis. There is a set 
of 124 news, starting from the 25th of February 2009 and ending on the 12th of September 2012. More than 
40% of the news is related to ECB, while the other 60% mostly concerns meetings and declarations of the most 
important leaders in the European Union EU. The impact of news in a market is reflected in the price action of 
the studied index and the research methodology uses a volatility price indicator that shows price amplitude, 
expressed by its absolute value. A high price volatility shows the interest of the investors in trading that 
specific asset, whether they want to buy or to sell, as a result of the news interpretation. In determining the 
volatility, we used the concept of true range, developed by J. Welles Wilder in 1978:  
 
 
 Most news are related to ECB statements like: 6/4/2009 - ECB launches first covered bonds programme; 4/7/2011 - ECB raises interest 
rates by 25 basis points 
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TR(t)=MAX( |H(t)-L(t)|,|H(t)-C(t-1)|,|L(t)-C(t-1)|)     (1) 
, where H(t) denotes the highest price of the day, L(t) denotes the lowest price of the day and C(t-1) denotes the 
close price of the previous day. All the differences are expressed by their absolute value. We assumed that, if 
the news is truly impacting the prices, than there should be a visible difference of volatility in the news days, 
compared with the price volatility of the nearest days. Therefore, we studied if the true range of the news day 
was higher than the average volatility of the previous five days and also higher than the average volatility of the 
past five days. As the study period is more than three years long and the indexes have changed significantly in 
their net values, we expressed the true ranges as percentages. The next formulae are explaining the 
mathematical models used for analyzing the volatility: 
 The average volatility of a specified number of days (n) that follow the news day (AVFD) was calculated 
using the model:  
 
                     (2) 
    
 
 The average volatility of the previous days preceding the news day (AVPD) was calculated using the model:  
                                      
(3) 
 
, where n denotes the number of days that are calculated for the average, TR is the true range concept of Welles 
Wilder and t represents the current day or the news day in this context. The objective was to compare the 
volatility of the news day with the average volatility of the previous 5 days (AVPD) and with the average 
volatility of the following 5 days (AVFD), in order to highlight an eventual higher volatility on the news day on 
a time frame of 10 days. The mathematical model for this should respect the following inequalities: 
 
                                                   (4)  
    
                                                             (5) 
 
3. Data analysis and interpretation 
The resulted data obtained according to the above presented methodology is reflected in Table1. The first 
column represents the studied stock indexes from all the market classifications: developed, emerging and 
frontier. The second column shows the number of cases out of a total of 124 and expressed in percentages in 
which the volatility of the news day was greater than both the average volatility of the previous 5 days and the 
following 5 days. The third column shows the number of cases in which the volatility of the news day was 
greater than the average volatility of the previous 5 days. The fourth column shows the number of cases in 
which the volatility of the news day is greater than the average volatility of the following 5 days. The last 
column shows the number of cases in which the average volatility of the previous 5 days is greater than the 
average volatility of the following 5 days.  
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Table 1. The news related comparison of price volatility  
Stock Index 
(Country) 
TR(t)/C(t-1)*100>AVPD 
AND  
TR(t)/C(t-1)*100>AVFD 
(%) 
TR(t)/C(t-1) 
*100>AVPD 
(%) 
TR(t)/C(t-1) 
*100>AVFD 
(%) 
AVPD>AVFD 
(%) 
DAX (Germany) 37.90 50.81 58.06 54.84 
CAC (France) 34.68 50.81 55.65 57.26 
IBEX (Spain) 48.39 54.03 70.16 50.81 
FTSEMIB (Italy) 47.58 54.84 70.97 55.65 
PX (Czech Republic) 30.65 41.13 45.16 58.06 
WIG (Poland) 42.74 50.81 50.81 54.84 
BET (Romania) 29.84 47.58 46.77 50.81 
SOFIX (Bulgaria) 34.68 50.81 55.65 57.26 
The data from the first column shows that the price volatility in the event days was mainly lower than the 
average volatility of the previous 5 days and of the following 5 days at the same time. As Fig.1.(a) highlights, 
the BET Index was the most responsive to the news in the same day that it appeared. On the other hand, the 
FTSEMIB and the IBEX had the lowest volatility of all the indexes studied, these representing two of the main 
EU Crisis actors: Italy and Spain. With all the figures showing below 50%, we can state that, if the investors 
are really reacting to important news, than they are doing it the most likely before or after the news day.  
Fig.1.(a) The % cases of news day volatility higher than previous 5 days and following 5 days volatility; (b). The % cases where the news 
day volatility was higher than the previous 5 days volatility 
 
 
Fig.2.(a). The % cases where the news day volatility was higher than the following 5 days volatility; (b). The % cases where the previous 5 
day volatility was higher than the following 5 days volatility 
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Analysing the results in the second column, plotted in Fig.1.(b), the figures are not defining a clear pattern. 
However, we can notice that indexes like DAX or FTSEMIB reacted in advance of the news, while indexes like 
CAC or SOFIX were more volatile after the actual news. The Romanian BET index had a 50% result, meaning 
that relevant conclusion could not be defined.  The third data series is revealing that the emerging and frontier 
market indexes PX, WIG and BET, SOFIX had similar levels with the developed market indexes DAX, CAC 
but the most important result of this chart is the presence of IBEX and FTSEMIB indexes above the 70% level. 
This means that the investors in these countries are mainly reacting to news after the actual news day. 
The last data set compares the volatility of the previous 5 days with the volatility of the following 5 days. 
The results show that all the indexes have a figure above the 50% level, which means that, over all, the 
investors mostly reacted to the news before it actually appeared. In other words, the investors were trading the 
rumours and were taking the market value to where they thought it would be by the time of the news.   
4. Conclusion 
The news is always an important factor that investors analyse and trade for the changes they bring into the 
market price. However, the study shows that the actual news day is rarely bringing more volatility in the 
market, this leading to the conclusion that the investors are trading the news in advance or after it takes place. 
As the last chart of the study shows, all the markets reacted more in advance of the news, whether we are 
talking about developed, emerging or frontier markets. This denotes the intuitive market personality and the 
globalization of the markets throughout the similarity  In relation to Eugene 
se to the semi-strong form of 
efficiency, with the news and, probably the most important, the rumours being quickly incorporated in the 
price. There has also been noticed an occasional different behaviour of the Spanish IBEX and Italian FTSEMIB 
indexes which points out the special position of these countries in the EU Crisis context and the different 
approach of the investors regarding their evolution.   
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